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Upstairs in the Vieux Carré: An Analysis of Incentives and Tools to
Catalyze Private Sector Rehabilitation
Abstract
Millions of tourists flock to New Orleans’s famed French Quarter each year to enjoy its offering of unique
culture and historic buildings. However, many of the low-rise historic buildings are in need of rehabilitation.
These blighted structures threaten the vitality of the Vieux Carré Historic District. This thesis examines public
sector incentives and tools to determine their ability to catalyze private sector rehabilitation of the French
Quarter’s low-rise historic buildings. A list of extant incentives and tools were compiled and tested using two
hypothetical projects, each representing a different type of common French Quarter building typology. The
goals of this financial analysis were to determine which incentives provided the greatest monetary impact and
whether or not the impact was sufficient to motivate the private sector to undertake the project. The analysis
determined that state and federal historic tax credits were the most effective incentives, but that they were not
adequate to spur a significant amount of rehabilitation activity on the French Quarter’s low-rise buildings. A
sensitivity analysis was conducted on both federal and state historic tax credits to determine the appropriate
tax credit rate. The analysis determined that combined tax credit rate of up to 90% of Qualified Rehabilitation
Expenditures was necessary to achieve the necessary unleveraged yield for real estate developers to undertake
these small-scale rehabilitation projects. Other recommendations included the adoption of tiered tax credit
rates, reform of the Louisiana residential rehabilitation tax credit program, and the adoption of a rehabilitation
sub-code under the parish’s building code ordinance.
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CBD	 	 	 	 Central	Business	District	
CBDHDLC	 Central	Business	District	Historic	District	Landmark	
Commission	
CDE	 	 	 	 Character	Defining	Element	
CO	 	 	 	 Certificate	of	Occupancy	
GO	Zone	 	 	 Gulf	Opportunity	Zone	Act	
HTC	 	 	 	 Federal	Historic	Tax	Credit	
LED	 	 	 	 Louisiana	Department	of	Economic	Development	
LIC	 	 	 	 Low	Income	Community	
LIP	 	 	 	 Low	Income	Persons	
LRRTC	 	 	 Louisiana	State	Residential	Rehabilitation	Tax	Credit	
LRTC	 	 	 	 Louisiana	State	Commercial	Rehabilitation	Tax	Credit	
National	Register	 	 National	Register	of	Historic	Places	
NMTC	 	 	 	 New	Markets	Tax	Credit	
NOI	 	 	 	 Net	Operating	Income	
NPS	 	 	 	 National	Park	Service	
OPA	 	 	 	 Owner	Participation	Agreement	
QRE	 	 	 	 Qualified	Rehabilitation	Expenditures	
PRC	 	 	 	 Preservation	Resource	Center	
RTA		 	 	 	 Louisiana	Restoration	Tax	Abatement	
TIF	 	 	 	 Tax	Increment	Financing	
TOT	 	 	 	 Transient	Occupancy	Tax	


















































































































































































































































































































































































































































































































































Creole	Townhomes	 	 	 	
Location	 Building	SF	 Listing	Price	 PSF	
624	Burgundy	St.	 										2,350	 	$													444,500		 	$		189.15	
518	Conti	 										3,536	 	$													725,000		 	$		205.03	
Total	 							5,886	 									$									1,169,500		
Weighted	Average	 	 	 	$		198.69
	 	 	
VC	Warehouse	 	 	
Location	 Building	SF	 Listing	Price	 PSF	
217‐221	Chartres	St.		 							22,741	 	$									3,275,000		 	$		144.01	
223‐225	Chartres	St.	 							10,278	 	$									1,475,000		 	$		143.51	
Total	 										33,019	 												4,750,000		



















































Rehabilitation	Cost	(Per	PRC	Data)* 84.00$						 399,000$																												 1,176,000$																
Finish	Upgrades	to	PRC	Base	Finishes* 237,500$																												 420,000$																				
Additional	Design	(Architect,	Engineering)* 5.00$									 23,750$																															 70,000$																						
Legal* 5,000$																																		 10,000$																						
Additional	Legal	&	Consultants	for	HTC* 15,000$																															 20,000$																						




Real	Estate	Taxes	(Construction	Period)* 	 12,976$																															 38,335$																						










less	Vacancy 5% (5,700)$																																 (16,800)$																				
Effective	Gross	Income 108,300$																												 319,200$																				
Expenses Unit	Cost
Property	Tax 	 12,775$																															 38,000$																						
Insurance 0.50$									 2,375$																																		 7,000$																									
Property	Management 5% 5,415$																																		 15,960$																						
Utilities	(Common	Area	Only) 2,000$																																		 5,000$																									
Repair	&	Maintenance 0.25$									 1,188$																																		 3,500$																									































































































Total	Development	Costs 	 1,904,049$																 4,298,815$								
	 	 	 	
Development	Costs	Potentially	Eligible	for	Historic	Tax	Credit 	 944,887$																				 2,247,183$								








































































Total	Development	Costs 	 1,904,049$																 4,298,815$								
	 	 	 	















































Assessed	Value	at	10%	of	Fair	Market	Value 10% 87,925$																								 259,756$																
Annual		Property	Tax	at	2011	Orleans	Parish	East	Bank	Millage 0.14758			 12,976$																								 38,335$																			















State	of	Louisiana		 	 	 4.0%	
Orleans	Parish	School	Board	 1.5%	
Regional	Transit	Authority	 	 1.0%	






























Project	Square	Footage 	 4,750																												 14,000																	




Total	Retail	Sales	Tax 9.0% 34,200$																							 100,800$												




















































































































Potential	Equity	Contribution	from	HTC	Investor 	 160,631$																				 382,021$												
Potential	Equity	Contribution	from	LRTC	Investor 	 177,166$																				 421,347$												
Total	Restoration	Tax	Abatement	Program	Savings	(Five‐Years) 38,928$																							 115,004$												
Tax	Increment	Financing 	 ‐$																														 ‐$																						
Technical	Assistance ‐$																														 ‐$																						




Net	Operating	Income 	 79,133$																							 233,780$												
	 	 	 	
Total	Development	Costs	(before	Tax	Credit	Equity) 	 1,904,049$																 4,298,815$								
Less	Potential	Equity	Contribution	from	Incentives	&	Tools (376,725)$																		 (918,372)$										






































































































































































Total	Project	QREs 800,000$			 3,000,000$				 10,000,000$	
Tier	1	LRTC	Credits	(70%	up	to	$2M	in	QREs) 560,000$			 1,400,000$				 1,400,000$				
Tier	2	LRTC	Credits	(50%	of	QREs	$2M	to	$4M) 500,000$								 1,000,000$				
Tier	3	LRTC	Credits	(25%	of	QREs	over	$4M) 1,500,000$				
Total	Project	LRTCs 560,000$	 1,900,000$	 3,900,000$	
%	of	QREs 70.0% 63.3% 39.0%
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Adopt	a	Tiered	Schedule	of	Federal	HTC	Rates	
State	and	local	officials	should	work	in	a	coordinated	manner	with	local,	state	
and	national	preservation	organizations	to	lobby	the	federal	government	to	adopt	a	
tiered	schedule	of	HTC	rates.		Increasing	the	HTC	rate	from	20%	to	40%	on	the	first	
$2	million	in	QREs	would	serve	as	a	considerable	catalyst	for	smaller‐scale	
rehabilitation	projects	nationwide.			
Any	increase	in	the	HTC	rate	on	a	federal	level	could	then	reduce	the	LRTC	
rate	necessary	to	achieve	a	combined	tax	credit	level	of	90%	of	QREs,	which	is	
desirable	to	improve	the	feasibility	small‐scale	rehabilitation	projects	present	in	the	
French	Quarter.		Unleveraged	yields	of	6.7%	and	9.1%	would	be	achieved	by	the	
Creole	Townhouse	and	VC	Commercial	projects,	respectively,	if	the	tiered	HTC	rates	
were	applied	and	LRTCs	rates	were	correspondingly	adjusted	so	that	a	total	of	90%	
of	the	QREs	were	subject	to	either	federal	or	state	tax	credits.		Here	again,	the	
unleveraged	yields	of	the	prototypical	projects	do	not	differ	from	the	Table	6‐1	
results	since	only	a	small	portion	of	the	VC	Commercial	building’s	QREs	exceed	the	
Tier	1	threshold.	
Create	a	Local	For‐Profit	Corporation	to	Improve	Tax	Credit	Pricing	
In	Chapter	6,	the	concept	of	a	local	or	regional	for‐profit	corporation	being	
created	to	help	improve	the	pricing	of	smaller	quantities	of	LRTCs	and	HTCs	was	
introduced	and	discussed.		As	discussed	above,	this	entity	could	help	spark	the	
rehabilitation	of	hundreds	of	smaller	scale	buildings	throughout	New	Orleans,	not	
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just	in	the	French	Quarter.		The	cumulative	economic	impact	of	such	an	increase	in	
rehabilitation	activity	could	match	the	impact	of	the	larger	marquee	projects	
undertaken	through	the	existing	historic	tax	credit	structure	in	Louisiana.			
As	determined	in	Chapter	6,	this	program	could	positively	impact	the	
unleveraged	yield	of	small‐scale	rehabilitation	projects	by	.1%	to	.8%.	
Reform	the	Louisiana	State	Residential	Tax	Credit	Program	
The	LRRTC	program	presently	limits	the	state	tax	credit	for	rehabilitation	of	
an	owner‐occupied	historic	building	to	$25,000.		Eliminating	or	substantially	
increasing	this	tax	credit	cap	would	have	a	significant	effect	on	rehabilitation	
activity	throughout	New	Orleans.		Furthermore,	the	adoption	of	a	tiered	tax	credit	
rate	schedule	similar	to	the	one	recommended	above	for	the	LRTC	program	would	
help	catalyze	additional	small‐scale	owner‐occupied	rehabilitation	projects.	
Adopt	a	Rehabilitation	Sub‐Code	
New	Jersey’s	adoption	of	a	rehabilitation	sub‐code	had	the	immediate	effect	
of	spurring	double‐digit	growth	in	rehabilitation	projects	(Shankar,	1999).		While	
the	focus	area	for	the	initial	New	Orleans	pilot	program	with	a	rehabilitation	sub‐
code	is	the	nearby	Canal	Street	corridor,	the	potential	application	of	a	new	
rehabilitation	sub‐code	to	the	French	Quarter	could	be	a	very	promising	tool.	
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